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Late July saw a spate of yet more huge job 
cuts in the telecoms industry, mainly by 
optical network system providers but also 
propagating back through the supply chain. 
Worst hit is Lucent Technologies, suffering 
more than most from the slowdowns in 
both the US economy and telecoms sector. 
This has correspondingly hit suppliers like 
IDS Uniphase (for which Lucent is its 
largest customer for lasers). Also, over the 
last few years JDSU acquired companies 
(on the basis of its over-inflated stock 
value) faster than it could absorb them 
(now having to write down by US$44.8bn 
the value of companies acquired). 
However, the cutbacks at Lucent and JDSU 
are symptomatic of a general shake-out in 
telecoms after the unrealistically optimistic 
financing of service providers was finally 
reined in late last year. 
This led sales to decline at equipment 
makers like Lucent and Nortel Networks, 
and a chain reaction has ensued. Well over 
IOO,OOO telecoms industry jobs have been 
cut so far in the USA this year alone (not 
including any spill-over into Europe). 
Corning CEO John Loose says its Photonic 
Technologies business grew 75-100% per 
year for the past three years. They originally 
anticipated similar growth again this year, 
but they “added significant capacity and 
fixed costs to meet expected market demand 
that has not materialized” (see page 4). 
Nortel says it sees “no meaningful growth 
in telecoms spending until second-half 2002”. 
According to president and CEO John Ross, 
” New capital expenditures are being cur- 
tailed as service providers look to drive 
further efficiencies from the investments 
they have already made”. 
But far from being the end of growth in the 
industry, the current traumas are indica- 
tive of a transition from the high growth of 
previous years to more modest, long-term 
and sustainable growth rates. The industry 
has been caught out by not being in sync 
with the transition (having expected con- 
tinued massive growth this year) and is left 
with excess inventory while more moderate 
growth is deferred from this year to 2002. 
Indeed, market research company RHK says 
that the terrestrial DWDM optical component 
market will fall 11% in 2001, but return to 
growth in 2002 at a more conservative rate. 
“After the excess inventory is worked 
through the system this year, we can expect 
a more rational purchasing environment 
with solid double-digit growth rates into 
2003 and 2004” to nearly US$lqbn, it adds. 
The effect is that some carriers will shift 
from deploying new networks and place 
more emphasis on adding capacity through 
lighting additional channels on existing 
networks (by introducing higher-performance 
next-generation components). Consequently, 
active terminal components such as lasers 
and receivers are forecast to grow strongly 
from US$2.7bn in 2001 to US86.6bn by 2004. 
So, even while telecoms equipment manu- 
facturers are having to readjust to fewer 
system orders, manufacturers of DWDM 
components, at least, can still see growth. 
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